CS for SB 2532 First Engrossed

1 Abill to be entitled
2 An act relating to workers' conpensation
3 clarifying the legislative intent that the
4 terns "net premiuns witten" and "net premn uns
5 collected" as used in ch. 440, F.S., include
6 ceded reinsurance premuns in accord with
7 original intent; anending s. 440.49, F.S.
8 relating to the assessnent for the Special
9 Disability Trust Fund; anending s. 440.51
10 F.S., relating to the assessnent for the
11 Wor kers' Conpensation Administration Trust Fund
12 and to expenses of admi nistration; prescribing
13 ef fect of deductions with respect to
14 retaliatory taxes; reducing the assessnent rate
15 for cal endar year 2001; creating a Task Force
16 on Wrkers' Conpensation Administration to
17 study the way in which the workers
18 conpensation systemis funded and admi ni st ered;
19 anmending s. 440.38, F.S.; revising certain
20 requirenents relating to self-insurers;
21 providing an effective date.
22
23| Be It Enacted by the Legislature of the State of Florida:
24
25 Section 1. Legislative intent.--1t is the intent of
26 | the Legislature to clarify that the terns "net preniuns
27 | witten" and "net premuns collected" as used in chapter 440,
28| Florida Statutes, have neant and continue to nean prem uns
29 | arising fromworkers' conpensation policies issued by an
30| insurer in this state as the primary insurance carrier wthout
31 | deduction for ceded rei nsurance preniuns transferred to an
1
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i nsurance conpany for reinsurance purchased or any pren um

expense attributable to purchasi ng reinsurance.

Section 2. Paragraph (b) of subsection (9) of section
440.49, Florida Statutes, is anended to read:

440.49 Limtation of liability for subsequent injury
t hrough Special Disability Trust Fund. --

(9) SPECI AL DI SABI LI TY TRUST FUND. - -

(b)1. The Special Disability Trust Fund shall be
mai nt ai ned by annual assessnents upon the insurance conpanies
writing conpensation insurance in the state, the commercia
sel f-insurers under ss. 624.462 and 624. 4621, the assessable
nmutual s under s. 628.601, and the self-insurers under this
chapter, which assessnents shall becone due and be paid
quarterly at the sane tine and in addition to the assessnents
provided in s. 440.51. The division shall estimate annually in
advance the anmount necessary for the adnministration of this
subsection and the mai ntenance of this fund and shall mnake
such assessnent in the manner hereinafter provided.

2. The annual assessnent shall be calculated to
produce during the ensuing fiscal year an anount which, when
conbi ned with that part of the balance in the fund on June 30
of the current fiscal year which is in excess of $100,000, is
equal to the average of:

a. The sum of disbursenents fromthe fund during the
i medi ate past 3 cal endar years, and

b. Two times the disbursements of the npst recent
cal endar year.

Such amount shall be prorated anong the insurance conpanies
writing conpensation insurance in the state and the
sel f-insurers. Provided however, for those carriers that have

2
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1| excluded ceded rei nsurance preniuns fromtheir assessnents on
2| or before January 1, 2000, no assessnents on ceded rei nsurance
3| premuns shall be paid by those carriers until such tine as
4| the division advises each of those carriers of the inpact that
5] the inclusion of ceded reinsurance preniuns has on their
6 | assessnent. The division may not recover any past
7 | underpaynents of assessnents |evied agai nst any carrier that
8| on or before January 1, 2000, excluded ceded rei nsurance
9| premuns fromtheir assessnent prior to the point that the
10 | division advises of the appropriate assessnent that should
11 | have been pai d.
12 3. The net premiuns witten by the conpanies for
13 | workers' conpensation in this state and the net prem um
14 | witten applicable to the self-insurers in this state are the
15| basis for conputing the anbunt to be assessed as a percentage
16 | of net prem uns. Such paynents shall be nade by each carrier
17 | insturance—conpany and self-insurer to the division for the
18 | Special Disability Trust Fund in accordance with such
19 | regul ations as the division prescribes.
20 4. The Treasurer is authorized to receive and credit
21| to such Special Disability Trust Fund any sum or suns that may
22| at any tinme be contributed to the state by the United States
23 | under any Act of Congress, or otherwise, to which the state
24 | may be or becone entitled by reason of any paynents nade out
25 ] of such fund.
26 Section 3. Subsections (1), (2), (3), and (5) of
27 | section 440.51, Florida Statutes, are anended to read:
28 440.51 Expenses of adm nistration.--
29 (1) The division shall estimate annually in advance
30 | the anpbunts necessary for the admnistration of this chapter
31| in the foll owi ng manner.
3
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1 (a) The division shall, by July 1 of as—seonr—as
2 | praetiecabte—after—3Jduly—3+—+n each year, notify carriers and
3| self-insurers of the assessnent rate, which shall be based on
4 | determne the antici pated expenses expense of the
5] adm nistration of this chapter for the next cal endar preceting
6 | f+seal year. Such assessnent rate shall take effect January 1
7 | of the next cal endar year and shall be included in workers
8 | conpensation rate filings approved by the Departnent of
9 | Insurance which becone effective on or after January 1 of the
10 | next cal endar year. Assessnents shall becone due and be paid
11 | quart erly. Fhe—expense—of —adnini-stration—{for—suchpreceding
12| & I AT I e basist I . I
13 I I . I . . I o
14 | £ I ey . . TN I : I
15 | evr+rent—Fseat—year—
16 (b) The total expenses of adm nistration shall be
17 | prorated anbng the carriers rnstrance—econpanit-es witing
18 | conpensation insurance in the state and self-insurers. The
19 | net premuns collected by carriers the—conpanires and t he
20 | anount of premuns cal cul ated by the division for self-insured
21 | enpl oyer s a—seH—instrer—woutd—have—to—pay—+F—nsured are the
22 | basis for conputing the anmobunt to be assessed. Wen reporting
23 | deductible policy prem umfor purposes of conputing
24 | assessnents levied after July 1, 2001, full policy prem um
25| val ue nust be reported prior to application of deductible
26 | di scounts or credits. This anobunt may be assessed as a
27 | specific anmbunt or as a percentage of net preniuns payabl e as
28 | the division may direct, provided such ambunt so assessed
29 | shall not exceed 2.75 4 percent, beginning January 1, 2001
30 | except during the interimperiod fromJuly 1, 2000, through
31 | Decenber 31, 2000, such assessnents shall not exceed 4 percent
4
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1| of such net premiuns. The carriers insturance—cohpant-es nay

2| elect to make the paynents required under s. 440.15(1)(f)s—

3 | #4615(H(e)yrather than having these paynents nade by the

4| division. |In that event, such paynents will be credited to

5| the carriers insturance—conpanies, and the anount due by the

6 | carri er irhAsurance—econpany under this section will be reduced

7 | accordingly.

8 (2) The division shall provide by regulation for the

9] collection of the anbunts assessed agai nst each carrier. Such
10 | amounts shall be paid within 30 days fromthe date that notice
11 ] is served upon such carrier. |f such anpbunts are not paid
12 | within such period, there may be assessed for each 30 days the
13 | ambunt so assessed remmins unpaid, a civil penalty equal to 10
14 | percent of the anpbunt so unpaid, which shall be collected at
15| the sane tine and a part of the anpbunt assessed. For those
16 | carriers who excluded ceded reinsurance premuns fromtheir
17 | assessnents prior to January 1, 2000, the division shall not
18 | recover any past underpaynents of assessnents related to ceded
19 | reinsurance prenmuns prior to January 1, 2001, agai nst such
20 | carriers.
21 (3) If any carrier fails to pay the anpunts assessed
22 | against himor her under the provisions of this section within
23| 60 days fromthe tine such notice is served upon himor her
24 | the Departnent of |nsurance upon being advi sed by the division
25 | may suspend or revoke the authorization to insure conpensation
26 | in accordance with the procedure in s. 440.38(3)(a). The
27 | division may pernit a carrier to renit any under paynent of
28 | assessnents for assessnents |levied after January 1, 2001
29 (5) Any anobunt so assessed agai nst and paid by an
30| insurance carrier, self-insurer authorized pursuant to s.
31| 440.57, or commercial self-insurance fund authorized under ss.

5

CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N O O W DN P

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R PR R
P O © 0 N O 00~ WNIERPLO O N DWNPER O

CS for SB 2532 First Engrossed

624. 460- 624. 488 shall be all owed as a deduction against the
anount of any other tax |evied by the state upon the preni uns,
assessnents, or deposits for workers' conpensation insurance
on contracts or policies of said insurance carrier,
self-insurer, or comercial self-insurance fund. Any insurance

carrier claimng such a deducti on agai nst the anount of any

such tax shall not be required to pay any additiona

retaliatory tax levied pursuant to s. 624.5091 as a result of

cl ai mi ng such deduction. Because deductions under this

par agraph are available to insurance carriers, s. 624.5091

does not limt such deductions in any manner

Section 4. (1) Effective upon this act becoming a

law, there is created the Task Force on Wrkers' Conpensation

Adm ni stration for the purpose of exam ning the way in which

t he workers' conpensation systemis funded and adni ni stered.

The Task Force shall consist of seven nenbers appoi nted as

follows: three nenbers appointed by the Governor, one of whom

shal | serve as chair; two nenbers appointed by the President

of the Senate, and two nenbers appoi nted by the Speaker of the

House of Representatives. Appointnents shall be made no | ater
than July 1, 2000.
(2) The Task Force shall subnit reconmendations to the

Governor, the President of the Senate, and the Speaker of the

House of Representatives by January 15, 2001 concerni ng:

(a) Whether the adnministration of the workers'

conpensati on system shoul d be funded through assessnents,

general revenue, or sone other source, and to what extent.

(b) How the funds should be used to acconplish the

goal of administering the workers' conpensation systemin the

nost cost-effective manner.

6
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(c) What services, functions, or entities, including

t he Wrkers' Conpensati on Oversi ght Board, should be funded as

part of the adm nistration of the workers' conpensation

system
(d) What services and functions, including workplace

safety, if any, should be housed within the D vision of

Wor kers' Conpensati on.

(e) What cost savings could be achieved in the

adm ni stration of the workers' conpensation system incl uding

the operations of the Division of Wirkers' Conpensati on

(f) \What organi zati onal changes affecting the

admi ni stration of the workers' conpensation system if any,

should be made to nake it nore efficient.

(3) To assist the task force inits wirk, the

Executive OFfice of the Governor shall contract for the

conpl etion of a budgetary and operational analysis of the

Di vi si on of Wirkers' Conpensation, detailing the staffing of

t he division, receipt and expenditure of revenues,

reliability of financial records and reports, and the

efficiency of internal controls and procedures. The Executive

O fice of the Governor shall arrange for the study to be

conpleted and transmitted to the task force by Septenber 1,
2000.

(4) The sum of $250,000 is appropriated fromthe
Wor kers' Conpensation Administration Trust Fund to the

Executive Ofice of the Governor for the purpose of funding

the study required in subsection (3).

Section 5. If any provision of this act or its

application to any person or circunstance is held invalid, the

invalidity does not affect other provisions or applications of

the act which can be given effect without the invalid

7
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1| provision or application, and to this end the provisions of

2| this act are severable.

3 Section 6. Paragraph (b) of subsection (1) of section

4] 440.38, Florida Statutes, is anended to read:

5 440.38 Security for conpensation; insurance carriers

6 | and self-insurers.--

7 (1) Every enployer shall secure the paynent of

8 | conpensati on under this chapter

9 (b) By furnishing satisfactory proof to the division
10 | of its her—or—his financial ability to pay such conpensation
11| individually and on behalf of its subsidiary and affiliated
12 | conpanies with enployees in this state and receiving an
13 | aut hori zation fromthe division to pay such conpensation
14 | directly in accordance with the foll owi ng provisions:
15 1. The division may, as a condition to such
16 | aut hori zation, require such enployer to deposit in a
17 | depository designated by the division either an indemity bond
18 | or securities, at the option of the enployer, of a kind and in
19 | an anount determ ned by the division and subject to such
20| conditions as the division may prescribe, which shall include
21 | authorization to the division in the case of default to sel
22 | any such securities sufficient to pay conpensati on awards or
23| to bring suit upon such bonds, to procure pronpt paynent of
24 | conpensation under this chapter. |In addition, the division
25| shall require, as a condition to authorization to self-insure,
26 | proof that the enployer has provided for conpetent personne
27 | with whomto deliver benefits and to provide a safe working
28 | environment. Further, the division shall require such
29 | enployer to carry reinsurance at levels that will ensure the
30 | actuarial soundness of such enpl oyer in accordance with rules
31| pronul gated by the division. The division may by rule require

8
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1| that, in the event of an individual self-insurer's insolvency,

2 | such indemity bonds, securities, and reinsurance policies

3| shall be payable to the Florida Self-Insurers Guaranty

4 | Association, Incorporated, created pursuant to s. 440. 385.

5| Any enpl oyer securing conpensation in accordance with the

6 | provisions of this paragraph shall be known as a self-insurer

7 | and shall be classed as a carrier of her or his own insurance.

8 2. If the enployer fails to maintain the foregoing

9| requirenments, the division shall revoke the enployer's
10 | authority to self-insure, unless the enpl oyer provides to the
11| division the certified opinion of an independent actuary who
12 | is a nenber of the Anerican Society of Actuaries as to the
13 | actuarial present value of the enpl oyer's determ ned and
14 | estinmated future conpensati on paynents based on cash reserves,
15| using a 4-percent discount rate, and a qualifying security
16 | deposit equal to 1.5 tines the value so certified. The
17 | enpl oyer shall thereafter annually provide such a certified
18 | opinion until such tinme as the enpl oyer neets the requirenents
19 | of subparagraph 1. The qualifying security deposit shall be
20| adjusted at the tine of each such annual report. Upon the
21| failure of the enployer to tinely provide such opinion or to
22 | tinmely provide a security deposit in an anount equal to 1.5
23| tinmes the value certified in the | atest opinion, the division
24 | shall then revoke such enployer's authorization to
25| self-insure, and such failure shall be deened to constitute an
26 | i mredi ate serious danger to the public health, safety, or
27 | welfare sufficient to justify the sumary suspension of the
28 | enpl oyer's authorization to self-insure pursuant to s. 120. 68.
29 3. Upon the suspension or revocation of the enployer's
30| authorization to self-insure, the enployer shall provide to
31| the division and to the Florida Self-Insurers Guaranty

9
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Associ ation, Incorporated, created pursuant to s. 440.385 the
certified opinion of an independent actuary who is a nenber of
the Anerican Society of Actuaries of the actuarial present

val ue of the determ ned and estinmated future conpensation
payrments of the enployer for clains incurred while the nenber
exercised the privilege of self-insurance, using a discount
rate of 4 percent. The enpl oyer shall provide such an opinion
at 6-nonth intervals thereafter until such tinme as the | atest
opi ni on shows no remmi ning value of clains. Wth each such
opi ni on, the enployer shall deposit with the division a
qgual i fying security deposit in an anbunt equal to the val ue
certified by the actuary. The association has a cause of
action agai nst an enpl oyer, and agai nst any successor of the
enpl oyer, who fails to tinely provide such opinion or who
fails to tinely maintain the required security deposit with
the division. The association shall recover a judgnment in the
anount of the actuarial present value of the determ ned and
estimated future conpensati on paynents of the enployer for
clainms incurred while the enpl oyer exercised the privil ege of
sel f-insurance, together with attorney's fees. For purposes
of this section, the successor of an enpl oyer neans any
person, business entity, or group of persons or business
entities, which holds or acquires legal or beneficial title to
the majority of the assets or the najority of the shares of

t he enpl oyer.

4. A qualifying security deposit shall consist, at the
option of the enployer, of:

a. Surety bonds, in a formand containing such terns
as prescribed by the division, issued by a corporation surety
aut hori zed to transact surety business by the Departnent of
| nsurance, and whose policyholders' and financial ratings, as

10
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1| reported in AM Best's Insurance Reports, Property-Liability,
2| are not less than "A" and "V', respectively.

3 b. Certificates of deposit with financi al

4] institutions, the deposits of which are insured through the

5| Federal Deposit |nsurance Corporation or the Federal Savings
6 | and Loan I nsurance Corporati on.

7 c. Irrevocable letters of credit in favor of the

8| division issued by financial institutions described in

9 | sub-subpar agraph b

10 d. Direct obligations of the United States Treasury
11 | backed by the full faith and credit of the United States.

12 €. Securities issued by this state and backed by the
13| full faith and credit of this state.

14 5. The qualifying security deposit shall be held by
15| the division, or by a depository authorized by the division
16 | exclusively for the benefit of workers' conpensation

17 | claimants. The security shall not be subject to assignnent,

18 | execution, attachnment, or any |egal process whatsoever, except
19 | as necessary to guarantee the paynent of conpensation under
20| this chapter. No surety bond nmay be term nated, and no ot her
21| qualifying security nmay be allowed to | apse, w thout 90 days
22 | prior notice to the division and deposit by the self-insuring
23 | enpl oyer of other qualifying security of equal value within 10
24 | busi ness days after such notice. Failure to provide such
25| notice or failure to tinely provide qualifying replacenent
26 | security after such notice shall constitute grounds for the
27 | division to call or sue upon the surety bond, or to act with
28 | respect to other pledged security in any nanner necessary to
29 | preserve its value for the purposes intended by this section
30| including the exercise of rights under a letter of credit, the
31| sale of any security at then prevailing market rates, or the

11
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wi t hdrawal of any funds represented by any certificate of
deposit forming part of the qualifying security deposit;

Section 7. Except as otherw se expressly provided in
this act, this act shall take effect July 1, 2000.

© 00 N o O W DN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R PR R
P O © 0 N O 00~ WNIERPLO O ®~NO®UuDWNPER O

12
CODING:WOrds st+ieken are deletions; words underlined are additions.




